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President’s Desk

Dear Members
The Economic Survey
2020 rightly chosen
the theme as “wealth
creation, promotion of
pro-business policies,
strengthening of trust
in the economy” since
the economy is facing
challenge of improving
investment and consumption demand due to lack of
trust. The survey projected India’s economic growth
rate at 6 to 6.5 percent for 2020-21 indicating some
confidence in revival of growth that has nose dived
to 4.5% in third quarter of 2019-20.
The Survey came down heavily on debt waivers by
saying that ‘Debt waivers disrupt the credit culture,
reduces formal credit to same farmers’ and also advised
governments, either State or Union government, not
to intervene needlessly and undermine markets.
Survey says India has unprecedented opportunity to
chart a China-like, labour-intensive, export trajectory
by integrating “Assemble in India for the world” into
Make in India. By providing thrust to the strategy of
assemble in India it is estimated that India can raise
its export market share to about 3.5 % by 2025 and
6 % by 2030 and can create 4 crore well-paid jobs by
2025 and eight crore by 2030.
The union government has taken well the advice and
in the Budget for 2020-2021 funds were allocated to
develop each District into an Export-Hub.
The Union Budget for 2020-21, though not too radical
on introducing structural reforms, is balanced and
addressed the needs of all sections of the society
– farmers, women SHG groups, salaried people,
individual tax payers, MSMEs and Companies. The
Finance Minister has considered majority of the
concerns expressed by industry and has given major
reliefs like – increasing the turnover limit from 1 crore
to 5 crore for compulsory audit, abolition of Dividend
Distribution Tax for companies, bringing smaller NBFCs
under SARFAESI Act and reducing the loan size from
Rs. 1 crore to Rs. 50 lakh for applicability of SARFAESI
Act, extension of debt restructuring facility for MSMEs
till March 2021, extension of tax holiday for developers
of affordable housing by one year.
An outlay of Rs 27,300 crore for the development and
promotion of industry and commerce in 2020-21 is
welcoming. The proposed NIRIVIK scheme is timely
and will bring in some relaxation, especially to the small

exporters as it aims to provide enhanced insurance
cover and reduce premium cost.
The expenditure on infrastructure projects is essential
to revive the economy facing recessionary trends
and the Finance Minister’s proposal to spend Rs.
103 lakh crore on National Infra Pipeline involving
6500 projects and setting up of 9000 km economic
corridor, implemented efficiently, will give boost to
the economic growth.
Payment delays have for long been a huge problem for
India Inc. Last year, an EY report estimated that Rs
1.8 lakh crore was trapped in India Inc’s balance sheet
mostly as receivables — the money that a company
receives for goods or services it has delivered to a
client or customer. But it is companies at the bottom
of India Inc’s food chain — the small and medium
enterprises (MSMEs) — who feel the sting the most.
Media reports estimate that large corporations owe Rs.
40000 crore and PSUs Rs 48000 crore to MSMEs.
The government has done well to ask all public
enterprises to be present on an online trade receivables
discounting platform and to make payments online.
If there is one reform that can spell serious gain for
small industry, financial inclusion and the exchequer,
it is to make it an offence, with culpability pegged on
the chief executive officer and members of the board,
for large companies to either not enroll in a TReDS
platform or, having registered, decline even a single
transaction on the platform.
It is very disheartening to note that Southern States
continue to receive raw deal in the Union Budget
year after year and both Telugu speaking States,
Telangana and Andhra Pradesh, have received marginal
amounts. On the other hand, there is a cut in the
revenue share as per recommendations of the 5th
Finance Commission. The state governments must
become more vociferous in getting the funds for large
projects and infrastructure development.
The Federation continues its efforts to organize quality
programs and seminars that benefits our members
and the seminars on New Business Opportunities
between India & Malaysia; India – Thailand Business
Matching and Networking along with Royal Thai
Consulate General, Chennai Office; Current Issues
in GST; International Halal Expo &Conference 2020
were testimony to it.

Karunendra S.Jasti
President
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OFFICE OF THE DIRECTOR OF FACTORIES
TELANGANA - HYDERABAD
Circular Memo. No. A3/Stast.ce11/4532/2019

Dated:29.01.2020

Sub : Establishment-Factories Department-Ease of Doing Business-Simplification of procedure
for furnishing of Integrated Annual Return by factories managements under various Labour lawsdue date-Clarification-Reg.
Ref : Go. MS.No. 6, Dated: 02.03.3019 LET & F (Labour) Department.
In the reference the Government have issued instructions for filing of Annual Returns under
various labour laws by introducing Integrated Common Annual Return.
In this connection, the managements of factories are requesting clarification regarding due date
for filing of annual returns through online pertaining to the factories department as the date for
filing of annual return under Rule 100 of the Telangana Factories Rules 1950 is 31.01.2020 and
other Labour legislation is 30.04.2020.
After care full examination of the matter, it is decided to accept the filing of annual returns related
to the Factories Department is extended up to 30.04.2020 and the coverage period of the returns
shall be the financial year 2019- 2020.
These orders are applicable only for the current financial year 2019 -2020.
							
						
							

Sd/B. Rajagoplala Rao
Director of Factories

To
All Subordinate Officers with a request to bring the above
to the notice of the factories managements
Copy to:
1. Noticed Board
2. Factories Portal.

//tb.o.//
							

Superintendent
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Power News
SECI’s wind energy tender gets cold response
for fourth time
The ceiling tariff had earlier been
revised from Rs 2.85 per unit to Rs 2.93
to encourage
participation.
The projects
can be located
in any part of
India and will
be linked to
the interstate
transmission
system
to
supply power
State-owned Solar Energy
Corporation of India’s 1,200 MW wind
tender has failed to get the minimum
number of bids for the process to
continue, the fourth time in a row,
highlighting the difficulties faced by
the country’s wind industry.
Solar Energy Corporation of India
(SECI), the renewable energy
ministry’s nodal agency that is
responsible for conducting wind
and solar auctions, had issued the
tender with a ceiling tariff of Rs 2.93
per unit. “The deadline for bidding
would be extended to January 24,”
as SECI’s tender rules state that if
there are less than two participants,
an extension of one week will be
provided.
The ceiling tariff had earlier been
revised from Rs 2.85 per unit to Rs

2.93 to encourage participation. The
projects can be located in any part
of India and
will be linked
to the interstate
transmission
system to supply
power.
Central entities
h a ve
not
managed to
award wind
projects in the
past due to poor response. State
run NTPC, the country’s largest
power producer, had issued a 1,200
MW wind tender late last year
but it received no response from
developers.
In another tender issued in 2018, it
faced difficulty in getting the tariff
approved by the state regulatory
commissions, because of which many
developers withdrew from the tender.
Experts attribute this to aggressive
tariffs, distribution companies
cancelling auctions, reluctance of
some state governments to lease
land for projects won through central
auctions, and connectivity issues,
among others factors.
https://energy.economictimes.
indiatimes.com/news

Uniform tax rate: Centre wants states to cap
VAT on CNG at under 5%
After the expiry of PMT’s production
sharing contract in December 2019,
gas from this field is seen to the levels
of $3.6 per million british thermal
units (mbtu), against its earlier
contracted price of $5.7/mbtu.
The Centre wants the states to limit
the value-added tax (VAT) rates on
compressed natural gas and liquefied
natural gas (CNG/LNG) at under
10 | FTCCI Review | February, 2020

5%. The Centre has also pitched for
lowering of road taxes for vehicles
running on CNG/LNG by states to
make these on par with the rates
charged on electric vehicles (EVs).
These proposals are part of the
draft policy for city gas distribution
(CGD) prepared by the Ministry of
Petroleum and Natural Gas (MoPNG)
which, the government expects will

become a template for every state
to come up with their own CGD
policies.
Different states charge different
VAT on CNG. For example, while
Delhi completely exempts VAT on
CNG, the same in Uttar Pradesh,
Maharashtra and Gujarat is as
high as 12.5%, 13.5% and 15%,
respectively. It remains to be seen
if the states agree to reduce the
VAT on CNG as suggested by the
MoPNG, and forego the income
they earn from this source.
According to experts, having
a uniform tax rate for CNG will
address the long-standing demand
of including gas under the ambit
of the GST. “Rationalising the
VAT rates and bringing them to a
uniform level will help take up this
much delayed reform”.
According to the draft policy, states
are expected to form a committee
under the chairmanship of their
respective chief secretaries which
will meet at least once in three
months to assess the development
of the CGD network in the states.
The committee is expected to
coordinate with various local
and civic bodies to streamline
the process of procuring various
clearances and standardize
levies and charges. The Centre
has suggested that state-level
committees should also put a
policy thrust to promote CNG and
LNG as the preferred fuel in public
transportation.
The main challenge the expansion
of the CGD network faces is
obtaining licences and work
permits from a plethora of civic
agencies including the land owning
agency, the municipal corporation,
district magistrate and the fire
department.
The draft policy proposes states to
create a single-window clearance
mechanism for getting all the
clearances.

At present, the coverage of the
CGD network spans across 232
geographical areas spread over 407
districts in 27 states. The present
share of gas in the energy basket of
the country is 6.2%, and the target
is to take it to 15% by 2030. As on
September 2019, there were 1,815
CNG stations and 54.2 lakh domestic
connections across the country.
Currently, about 76% of the CNG
stations and 80-90% of the PNG
connections are concentrated in
Delhi, Gujarat and Maharashtra.
Under the ninth and 10th rounds

of bidding for CGD networks,
the number of CNG stations and
domestic piped natural gas (PNG)
connections are expected to increase
by 8,181 and 4.2 crore in next 8-10
years.
The draft policy comes at a time when
CGD network operators are seen to
benefit from a sustained weakness
in global spot LNG prices and an
expected decline in domestic gas
price.
https://www.financialexpress.com/
economy

MNRE issues clarification for phase II of
the solar rooftop programme
The MNRE said that the discoms
should be prepared for quality
measures as prescribed, and quality
checks be conducted if deemed
necessary by the Ministry
The Ministry
for New and
Renewable
Energy (MNRE)
issued
a
clarif ication
on Thursday
regarding the
second phase of
the solar rooftop
programme, for
which it provides Central Financial
Assistance (CFA).
Meant for the residential sector,
the CFA is provided at a 40 per
cent of the benchmark cost,
or the cost discovered through
the transparent bidding by the
implementing agency- whichever
is lower for rooftop systems. The
CFA is applicable up to a capacity
of 3 kW. For a total system capacity
beyond 3 kW but up to 10 kW,
CFA is provided at 20 per cent
of the benchmark cost, or again
through transparent bidding. For
group housing societies (GHS) or
residential welfare associations

(RWA), the CFA will be limited to
20 per cent for solar rooftop plants
for supply of power to common
facilities.
“However, the capacity eligible for
CFA for GHS/
RAW will be
limited to 10
kW per house
with maximum
total capacity
upto 500 kWp,
inclusive of RTS
put in individual
houses in the
GHS/RWA,” said
the clarification from MNRE.
The distribution companies will
also serve a crucial part in the
implementation of the programme.
The MNRE said that the discoms
should be prepared for quality
measures as prescribed, and quality
checks be conducted if deemed
necessary by the Ministry.
The phase II of the solar rooftop
program was initiated in August
last year, with an aim of achieving
cumulative capacity of 40,000 MW
through solar rooftop projects by
2022.
https://energy.economictimes.
indiatimes.com/news/renewable

UDAY is not a failure,
discussed new discom
revival scheme with
FinMin:
Power minister RK Singh

Singh
said
his ministry
has discussed
contours of the
new scheme
with the finance
ministry ahead
of the Union Budget to be
announced on February 1
Power minister R K Singh said
the Centre’s Ujwal Discom
Assurance Yojna ( Uday) was not
a failure and reduced the average
commercial losses to 18.79 per
cent in financial year 2019 against
22 per cent a year ago.
He said the government targets
to reduce the commercial losses
to 15 per cent and will soon bring
out a new scheme for the purpose
and the ministry has discussed
contours of the new scheme with
the finance ministry ahead of the
Union Budget to be announced
on February 1.
The new scheme will club all
the central schemes being run
by the power ministry and the
central assistance will depend
on ‘conditionalities’, the minister
said.
Singh said the discoms will have
to agree to trajectories to reduce
their losses and the financial
assistance for technology up
gradation, and infrastructure
will be given contingent to
the discoms meeting the
trajectories.
Singh said financing from Power
Finance Corp and REC Ltd will
also be revised to give loans to
only those discoms that meet
the set targets.
February, 2020 | FTCCI Review | 11
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Economic
Survey2019-2020
The Economic Survey projected growth at
6-6.5% in fiscal year starting April 1, 2020
The Economic Survey 2019-20 presented in Parliament on January
31, 2020 by the Union Minister for Finance and Corporate Affairs
Smt Nirmala Sitharaman states that affordability of vegetarian Thalis
improved 29 per cent from 2006-07 to 2019-20 while that for nonvegetarian Thalis by 18 per cent.
Theme of Survey is wealth creation, promotion of pro-business policies,
strengthening of trust in the economy

Highlights
Thalis more affordable for
Indians now!

constraint to the growth of Indian
economy.

The Economic Survey said that
affordability of Thalis vis-à-vis a day’s
pay of a worker has improved over
time, indicating improved welfare
of the common person.

7.9 Per Cent Growth
Registered in Livestock
Sector during Last Five Years

More new firms created
The Survey highlighted that new
firm creation in India has increased
dramatically since 2014. There has
been 12.2 % cumulative annual
growth rate of new firms in the formal
sector during 2014-18, compared to
3.8 % during 2006-2014. About 1.24
lakh new firms created in 2018, an
increase of about 80 % from about
70,000 in 2014.

Infrastructure Investment
of Rs.102 Lakh Crore in FY
2020-2025
To achieve GDP of USD 5 trillion
by 2024 – 2025, India needs to
spend about USD 1.4 trillion
(Rs.100 lakh crore) over these years
on infrastructure so that lack of
infrastructure does not become a
14 | FTCCI Review | February, 2020

Livestock income has become an
important secondary source of
income for millions of rural families
and has assumed an important role
in achieving the goal of doubling
farmers’ income, says Economic
Survey. Livestock sector has been
growing at a Compound Annual
Growth Rate (CAGR) of 7.9 per cent
during last five years.

Greening India!
Despite ongoing developmental
efforts, forest and tree cover are
increasing considerably. The forest
and tree cover have reached 80.73
million hectares which is 24.56
per cent of the geographical area
of the country. The Survey further
highlighted that the States/UTs
showing gain in forest cover are
Karnataka (1,025 sq. km), Andhra
Pradesh (990 sq. km) and Jammu &
Kashmir (371 sq. km) whereas those

showing loss in forest cover include
Manipur, Meghalaya, Arunachal
Pradesh and Mizoram.

2.6 crore jobs created in
Rural and Urban Areas
Between 2011-12 and 2017-18
Along with efforts for generating
additional employment, special
focus has been on improving
quality of jobs and formalisation of
the economy, notes the Economic
Survey. The share of regular wage/
salaried employees has increased
by 5 percentage points from 18 per
cent in 2011-12 to 23 per cent in 201718. In absolute terms, there was a
significant jump of around 2.62 crore
new jobs with 1.21 crore in rural areas
and 1.39 crore in urban areas in this
category.

India has become Second
Largest Emerging Green
Bond Market after China
Survey observed that India has the
Second largest Emerging Green Bond
Market after China. The SBI entered
the market with an US$650 million
Certified Climate Bond. India also

55percent of the economy and Gross
Value Added (GVA) growth, twothirds of total FDI inflows into India
and about 38percent of the total
exports. The sector’s share now
exceeds 50 per cent of the Gross State
Value Added in 15 out of the 33 states
and UTs, the Survey further noted.

Rationalisation of
Government Intervention to
Boost Economic Freedom &
Wealth Creation required

joined International Platform on
Sustainable Finance (IPSF) in 2019
to scale up the environmentally
sustainable investments.

Services Sector Sees 33 Per
Cent Jump in Gross FDI
Growing in its significance, the
Services Sector accounted for about

The Survey said that while there is
a case for Government intervention
when markets do not function
properly, excessive intervention
especially when the market can do
the job of enhancing citizens welfare
perfectly well, stifles economic
freedom and creates ‘deadweight
loss’ which is the loss created by
the wasted chance of creating a
consumer and producer surplus
and reduces wealth creation by
not allowing efficient allocation of
entrepreneurial resources and energy
to productive activities thereby
promoting economic dynamism.

Other Highlights of
Economic Survey 2019-20
* GDP growth pegged at 6-6.5 per
cent in fiscal year starting April 1,
up from 5 per cent in current fiscal
* Fiscal deficit target for current fiscal
may need to be relaxed to revive
growth
* Uptick in growth projected in
second half of current fiscal based
on 10 factors including higher FDI
flows, build up of demand pressure,
positive GST revenue growth
* Survey asks government to deliver
expeditiously on reforms to revive
growth
*   Physical infrastructure quality
in the district influences new firm
creation significantly.
* Ease of Doing Business and
flexible labour regulation enable

new firm creation, especially in the
manufacturing sector.
*  Survey suggests enhancing ease
of doing business and implementing
flexible labour laws can create
maximum jobs in districts and
thereby in the states.
* Ethical wealth creation key to India
becoming USD 5 trillion economy
by 2025
* Share of formal employment
increased from 17.9 per cent in
2011 -12 to 22.8 per cent in 201718 reflecting formalisation in the
economy
* 8 per cent increase in regular
employment of women in 2017-18
over 2011-12
* Debt waivers disrupt the credit

culture, reduces formal credit to
same farmers
* Suggests government to
systematically examine areas
where it needlessly intervenes
and undermines markets
* Calls for improving governance
in public sector banks, more
disclosures to build trust
* Calls for measures to make it
easier to start new business,
register property, pay taxes,
enforce contracts
* Easing of crude prices lowers
current account deficit; imports
contract more sharply than
exports in first half of current
fiscal
* Declining inflation from 3.2 per
cent in April 2019 to 2.6 per cent
in December 2019, reflecting
weakening demand pressure in
the economy
* GST collections grew by 4.1 per
cent for the centre during AprilNovember 2019.
* Survey
says
India
has
unprecedented opportunity
to chart a China-like, labourintensive, export trajectory.
* By integrating “Assemble in India
for the world” into Make in India,
India can:
*  Raise its export market share
to about 3.5 % by 2025 and 6 %
by 2030.
*  Create 4 crore well-paid jobs
by 2025 and 8 crore by 2030.
* Exports of network products
can provide one-quarter of the
increase in value added required
for making India a $5 trillion
economy by 2025.
* Survey suggests a strategy similar
to one used by China to grab this
opportunity:
* Specialization at large scale
in labour-intensive sectors,
especially network products.
* Laser-like focus on enabling
assembling operations at
mammoth scale in network
products.
* Export primarily to markets in rich
countries.
* Trade policy must be an
enabler.
February, 2020 | FTCCI Review | 15

Union Budget

Highlights 2020-2021
Finance Minister Nirmala Sitharaman
presented the annual Union Budget for 2020-2021 on February 1, 2020.
The budget is woven around
three prominent themes

1

Aspirational India

in which all sections of
the society seek better
standards of living,
with access to health,
education and better
jobs.

2

The three
components of

Aspirational
India are
16 | FTCCI Review | February, 2020

Economic
development for
all, indicated in the
Prime Minister’s
exhortation of
“SabkaSaath,
SabkaVikas,
SabkaVishwas”.

3

Caring Society
that is both humane
and compassionate,
where Antyodaya is
an article of faith.

a) Agriculture, Irrigation and Rural Development,
b) Wellness, Water and Sanitation and
c) Education and Skills

Economic Development
Industry,
Commerce and
Investment
Referring to the
theme of Economic
Development, the
Finance Minister said
that Rs 27300 crore
would be allocated
for development and
promotion of Industry and Commerce
for the year 2020-21. An Investment
Clearance Cell will be set up to provide
“end to end” facilitation.

Infrastructure
On Infrastructure sector as
highlighted by the Prime Minister that
Rs 100 lakh crore would be invested
over the next 5 years, National
Infrastructure Pipeline was launched
on 31st December 2019 of Rs 103 lakh
crore. It consists of more
than 6500 projects
across sectors and
are classified as per
their size and stage
of development.

New Economy
On New Economy, Smt
Sitharaman said that
a policy to enable
private sector to
build Data Centre
parks throughout the
country will be brought
out soon. Fibre to the Home (FTTH)
connections through Bharatnet will
link 100,000 gram panchayats this
year. It is proposed to provide Rs
6000 crore to Bharatnet programme
in 2020-21. Measures proposed to
benefit the Start-ups include a digital
platform for seamless application and
capture of IPRs, Knowledge Translation
Clusters to be set up across different
technology sectors including new and
emerging areas.

Caring society
Women and Child,
Social Welfare
Harping on the theme of Caring
Society, the Finance Minister
said that Rs 35,600 crore
proposed for nutritionrelated programmes
for the financial year
2020-21.

Culture and Tourism
On Culture and Tourism, establishment
of an Indian Institute of Heritage and
Conservation under Ministry of Culture
proposed with the status
of a deemed University.
5 archaeological sites
to be developed as
iconic sites with onsite Museums

Environment and
Climate Change
On Environment, States that are
formulating and implementing plans
for ensuring cleaner air in cities
above one million to be encouraged.
Parameters for the incentives to be

notified by the Ministry
of Environment,
Forests and Climate
change and the
allocation for this
purpose is Rs 4,400
crore for 2020-21.

Financial Sector
The Finance Minister said that In the
last few years, Government of India
has infused about Rs 3,50,000 crore
by way of capital into Public Sector
Banks for regulatory and growth
purposes. Governance reforms would
be carried out in these banks, so that
they become more competitive.
Government has already approved
consolidation of 10 banks into four.
Further, the Deposit Insurance and
Credit Guarantee Corporation (DICGC)
has been permitted to increase Deposit
Insurance Coverage for a depositor,
which is now Rs one lakh to Rs five
lakh per depositor. The
limit for NBFCs to
be eligible for debt
recovery under the
Securitization and
Reconstruction of
Financial Assets and

Enforcement of Security Interest
(SARFAESI) Act 2002 is proposed to
be reduced from Rs. 500 crore to asset
size of Rs 100 crore or loan size from
existing Rs 1 crore to Rs 50 lakh.

Financial Markets
On Financial Markets, about deepening
of the bond market, certain specified
categories of Government securities
would be opened fully for nonresident investors, apart from being
available to domestic investors as well.
Government also proposes
to expand by floating
a new Debt-ETF
consisting primarily
of
government
securities.

Fiscal Management
On Fiscal Management, the Finance
Minister said that XV
Finance Commission
has given its first report
pertaining to Financial
Year 2020-21.
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She also announced to transfer to the GST Compensation Fund balances due out of collection of the years 2016-17
and 2017-18, in two installments. Hereinafter, transfers to the fund would be limited only to collection by way of GST
compensation cess. The Revised Estimates of Expenditure for the Financial Year 2019-20 are at a level of Rs 26.99 lakh
Crore and the receipts are estimated at Rs.19.32 lakh crore.
She said, Government has estimated nominal growth of GDP for year 2020-21, on the basis of trends available, at 10%.
Accordingly, receipts for the year 2020-21 are estimated at Rs. 22.46 lakh cr and, keeping in mind commitment of the
Government towards various schemes and need for improvement in quality of life, level of expenditure has been kept
at Rs 30.42 lakh cr.

Taxation:
a New optional tax slabs: New income tax slabs will be
available for those who forego exemptions.
Taxable income slabs	

Taxe rate

Up to Rs.5 lakh

    Nil

Rs. 5 lakh to 7.5 lakh

    10%

Rs. 7.5 lakh to Rs. 10 lakh

    15%

Rs. 10 lakh to Rs. 12.5 lakh

    20%

Rs. 12.5 lakh to Rs. 15 lakh   

    25%

Rs. 15 lakh and above

    30%

To simplify the tax system and lower tax rates, around 70
of more than 100 income tax deductions and exemptions
have been removed.
a Dividend Distribution Tax (DDT) abolished; Companies
will not be required to pay DDT; dividend to be taxed
only at the hands of recipients, at applicable
rates.
a Cash reward system envisaged to incentivise
customers to seek invoice.
a 15% concessional tax rate for new power
generation companies.
a Tax on cooperative societies reduced to
22% without exemptions.
a 100% tax concession to sovereign wealth
funds on investment in infrastructure

Housing
Tax holiday for affordable housing extended
by 1 year. Additional deduction up to Rs.
1.5 lakhs for interest paid on loans taken
for an affordable house extended till 31st
March, 2021.

Investment
4 Govt. plans to sell part of its holding in Life Insurance
18 | FTCCI Review | February, 2020

projects.
a Tax on Cooperative societies to be reduced to 22 per
cent plus surcharge and cess, as against 30 per cent
at present.
a To end tax harassment, new taxpayer charter to be
instituted. Tax harassment will not be tolerated, says
FM.
a Proposes to amend Companies Act to bring criminal
liability in certain areas.
a To amend I-T Act to allow faceless appeals.
a To launch new direct tax dispute settlement scheme
-- Vivaad se Vishwaas scheme.
a Interest and penalty will be waived for those who wish
to pay the dispute amount till March 31.
a Proposes new National Policy on Official Statistics to
improve data collection and dissemination with the help
of technology.
a Rules of origin requirements in Customs Act to be
reviewed, to ensure FTAs are aligned with the conscious
direction of our policy
a Aadhaar-based verification of taxpayers is
being introduced to weed out dummy or
non-existent units; instant online allotment
of PAN on the basis of Aadhaar.
a
Registration of charity institutions
to be made completely electronic,
donations made to be pre-filled in IT
return form to claim exemptions for
donations easily.

Corporation ( LIC) by way of Initial Public Offering.
4 Certain specified categories of government securities
will be open fully for NRIs, apart from being open to
domestic investors.
4 FPI limit in corporate bonds raised to 15%
from 9%.
4 Government doubles divestment target
for the next fiscal at Rs 2.1 lakh crore.

Indirect Tax
4 Customs duty raised on footwear to 35%

from 25% and on furniture goods to 25%
from 20%.
4 Excise duty proposed to be raised on
Cigarettes and other tobacco products,
no change made in the duty rates of
bidis.
4 Basic customs duty on imports of news print and lightweight coated paper reduced from 10% to 5%.
4 Customs duty rates revised on electric vehicles and
parts of mobiles.
4 5% health cess to be imposed on the imports of medical
devices, except those exempt from BCD.
4 Lower customs duty on certain inputs and raw materials
like fuse, chemicals, and plastics.
4	Higher customs duty on certain goods like autoparts, chemicals, etc. which are also being made
domestically.

Startups & MSME
4 Tax burden on employees due to tax on

4

4

4

4

ESOPs to be deferred by five years or till
they leave the company or when they
sell, whichever is earliest.
Start-ups with turnover up to Rs. 100
crore to enjoy 100% deduction for 3
consecutive assessment years out of 10 years.
Turnover threshold for audit of MSMEs to be increased
from Rs 1 crore to Rs 5 crore, to those businesses which
carry out less than 5% of their business in cash.
App-based invoice financing loans product to be
launched, to obviate problem of delayed payments
and cash flow mismatches for MSMEs.
Amendments to be made to enable NBFCs to extend
invoice financing to MSMEs

Banking
4 To help bank depositors, government

increases depositor insurance to Rs 5
lakh from current Rs 1 lakh.
4 Encourage PSBs to approach capital
markets for fund raising.
4 Banking Regulation Act to be amended to strengthen
Cooperative banks.

Infrastructure
4 5 new Smart cities to be set up via PPP model.
4 Rs 1.7 lakh crore allocated to transportation.
4 100 more airports to be set up by 2024 to support UDAN

scheme.
4 Accelerated development of highways will be undertaken;

Delhi-Mumbai expressway and two other projects to be
completed by 2023. Chennai-Bengaluru Expressway to
be started.
4 NHAI to monetize 12 lots of highway bundles of over
6,000 km before 2024.
4 Young engineers and management graduates
will be roped in for infrastructure projects
under Project Preparation Facility.
4 National Logistics Policy will soon
be released, creating single window
e-logistics market.

Telecom
4 Rs 6,000 crore for BharatNet programme;

Fibre to Home connections under
BharatNet will be provided to 1 lakh gram
panchayats this year itself
4 New policy for private sector to build Data
Centre Parks.

Tourism
4 5 archaeology sites to be developed for world-

class museums

4 Rs 2,500 crore for tourism promotion.
4 An Indian Institute of Heritage and

Conservation under Ministry of Culture
proposed; with the status of a deemed
University.

Energy
4 Expansion of National Gas Grid from 16,200

km to 27,000 km along with reforms
to deepen gas markets, enable ease
of transactions and transparent price
discovery
4 Rs 22,000 crore allocated to to power and
renewable energy.
4 FM urges all states and UTs to replace conventional
energy meters by pre-paid smart meters in 3 years, this
will give consumers the freedom to choose supplier and
rate as per their requirements.
4 Advise to shut thermal plants if they don’t meet emission
norms

https://economictimes.indiatimes.
com/news/economy/policy/unionbudget-2020-highlights/articleshow/
73826735.cms
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The first
Indian Budget
The first Indian Budget was
presented by James Wilson on February
18, 1869. Wilson, whose designation was
Finance Member of the India Council that
advised the Indian Viceroy, was also the
founder of The Economist and described
by Karl Marx as an “economical mandarin
of high standing”. But he was also a largely
self taught man who had worked in his
family occupation
making and selling
hats, before
becoming a
scholar and a
writer largely
based on his
brilliance and
knowledge of
economics and
commerce.

First FM was not
a member of
Congress
Our first FM was not a
member of the Congress. In
keeping with the idealistic
spirit of Independence,
Jawaharlal Nehru’s first
Cabinet included nonCongress party members,
like Dr Ambedkar. The
FM’s post went to Sir R
K Shanmukham Chetty,
industrialist, erstwhile Diwan of
Cochin state and Constitutional
Adviser to the Chamber of Princes.
He had been a member of the pro-British
Justice Party.

The Brit connection
to Budget
Our Budget follows the UK Budget in many ways, including,
for many years, timing, since it used to be held at 5:30 pm which
was noon in the UK, and extreme secrecy, which may have been
reinforced here by a scandal that broke out in the UK just as
RK Shanmukham Chetty — the first FM - was preparing his first
Budget.
On Budget Day in the UK in 1947, Hugh Dalton, the British Chancellor
of the Exchequer, met a journalist when he walked into Parliament
and mentioned a few details on tax changes he was planning. The
journalist broke the story before the Speech. Dalton had to resign and
this might have made Chetty all the more determined to maintain secrecy.
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First united
India Budget
Chetty was succeeded
by John Mathai who, in
1949-50, delivered the
most lucid Budget
Speech as he took the
decision not to read
out all the details
telling members that
a White Paper with
all details was being
circulated. He then gave
a mini lecture on inflation
and economic policy. It was
the first Budget for a really united India,
since it included the financial statements for
former Princely States and where the biggest
news was the news of forming of Planning
Commission and the need for having fiveyear plans.

Invention of
two levies
TT Krishnamachari,
who replaced Deshmukh
was an industrialist who,
strangely enough, had
a lot of enthusiasm
for taxation. In 1957,
he invented two new
levies, a wealth tax
and anexpenditure
tax, and sternly told
those who had to pay
these to display some
patriotic spirit: “I am one of
those who also believe that the greatest advances
towards economic equality and positive social
improvement are made in difficult times when
the conscience and the solidarity of a people
are raised to the highest pitch.”

Deshmukh’s
dilemma
The biggest problem for his
successor, CD Deshmukh, was
finding money for the Plans
which meant higher taxes. In
one Budget Speech he tried to
buck up taxpayers with the story
of a letter he claimed he had
got from a villager who paid no
taxes, but wanted to help.
Deshmukh said, “He has remitted
a sum of Rs 5 to me and has
promised to remit a similar sum every
year… so long as the common run of our
people can produce men and women with this spirit,
this country can face the future, however difficult
it may be, with confidence.” It is not recorded if
this made taxpayers happier to pay rather more
than Rs 5.

Budget
with foreign
relations
Budgets don’t deal with
issues like foreign relations, yet some
sign of India’s tilt towards Russia can
be seen in the Budgets of the 1950s.
Foreign aid inflows to help the new nation
were a major source of revenue, and
at the start of the decade these were
mostly from the US and UK. But over
the decade, aid from the USSR and its
allies, like Czechoslovakia and Romania,
become more important, culminating in
the Bhilai Steel Plant project in 1959.
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Dreaded part of
Morarji Budget
Morarji
Desai
relished levying taxes.
In 1968 he said: “I now
come to the much
dreaded part of my
Budget speech. I trust
Honourable Members
will not take me to task if
the proposals do not fulfill
the expectations of dread…
A deficit of this kind is usually an
invitation to an FM to sharpen his knife...I
propose to engage myself essentially in a
minor operation of plastic surgery-taking out
a little flesh here and adding a little bit there.”
Desai was the first to make the Budget into a
big opportunity for publicity for the FM and
also the first FM with serious aspirations
for PM’s seat.
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The first
Chidambaram
C Subramaniam is also the first
recorded FM to end his speech with the
words, “I now commend the Budget for the
acceptance of this House.” Some variation
on this has been the usual
way to end the Budget.
He was also the first
Chidambaram to
hold the post –
that’s what the ‘C’
in his name stands
for.

Singh’s history
in Budget
Manmohan Singh is the most reticent of men,
but in his first Budget Speech of 1991 he made
some uncharacteristic personal remarks that recalled
his own history: “I was born in a poor family in a
chronically drought prone village which is now part
of Pakistan. University scholarships and grants made
it pos-sible for me to go to college in India as well
as in England.
This country has honoured me by appointing me to
some of the most important public offices of our sovereign
Republic. This is a debt which I can never be able to fully repay. The
best I can do is to pledge myself to serve our country with utmost
sincerity and dedication. This I promise to the House.”
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How Lean
Six Sigma
Drives
Innovation
SN Panigrahi

GST & Foreign Trade Consultant

process outputs by identifying and
removing the causes of defects
(errors) and minimizing variability
in (manufacturing and business)
processes. Together, Lean aims to
achieve continuous flow by tightening
the linkages between process steps
while Six Sigma focuses on reducing
process variation (in all its forms) for

Six
Sigma

Lean

a

a

Reduce
Variations

f

Reduce
Waste

f
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efficiency and dramatically improving
profitability for businesses around
the world.
Lean Six Sigma is a synergized
managerial concept of Lean and Six
Sigma. Lean traditionally focuses
on the elimination of the eight
kinds of waste/Muda. Six Sigma
seeks to improve the quality of

a

L

ean Six Sigma is a Process
Improvement Methodology
designed to remove waste,
Reduce Variations and
inefficiency by relying on a systematic
collaborative team effort to improve
performance, resolve problems,
and improve working conditions
to provide a better response to
customers’ needs. It combines the
tools, methods and principles of Lean
and Six Sigma into one popular and
powerful methodology for improving
your organization’s operations and
provides a framework for overall
organizational culture change. This
change in culture and the mindset of
an organization maximizes efficiency
and increases profitability.
By introducing Lean Six Sigma, the
mindset of employees and managers
change to one that focuses on
Customer Satisfaction, organization
growth and continuous improvement
through process optimization. Lean
Six Sigma’s team-oriented approach
has proven results in maximizing

Lean Six
Sigma

a

L E A N

6

SIGMA

Reduce Waste & Improve Process
Capability for better performance
Improved Product Quality + Lower
Product Costs + Shorter Delivery Time

the process steps thereby enabling a tightening of those linkages. In short,
Lean exposes sources of process variation and Six Sigma aims to reduce
that variation enabling a virtuous cycle of iterative improvements towards
the goal of continuous flow.
In order to successfully implement Lean Six Sigma, a combination of tools
from both lean manufacturing and Six Sigma must be used. Some of these
tools include 5S, kaizen, value-stream mapping, line balancing, and visual
management.

Benefits of
Lean Six Sigma

Lean Six Sigma provides various
benefits for organizations. It not
only saves money, but also changes
the attitude of employees and the
functionality of the organization.
Through implementation of Lean Six
4 Both Lean and Six Sigma stress the fact that the Customer Defines the Value Sigma, organizations can expect the
of a product or service and therefore Focus on Customer Requirement. following beneficial outcomes:

Key Principles of Lean Six Sigma:

4 Lean and Six Sigma utilize Process Flow Maps in order to better understand
the flow of production and identify any wastes.
4 Both Rely on Data to determine which areas of production need improvement
in efficiency and to measure the success of improvements.
4 Follow Five Principles of Lean (Defining Value, Value Stream Mapping,
Flow, Pull, Perfection) & Eliminate Eight Types of Wastes (DOWN TIME
– Defects, Over Production, Waiting, Non-Utilized Talent, Transportation,
Inventory, Motion, Extra-Processing)
4 Follow Six Sigma Methodology- DMAIC (Define, Measure, Analyse,
Improve & Control) : Reduce Variation by Managing, Improving and
Smoothing the Process Flow
4 Implementing Lean and Six Sigma, efficiency typically improves and
variation decreases. Efficiency and Variation go hand-in-hand, with
improvement in one resulting in an improvement in the other.
4 Create a Culture of Involvement - Participation & Communication. The
people closest to a process are best placed to improve it

Focus on the
Customer-backend
improve Business
Process
Create a Culture of
Involvement – Participation
& Communication
The people closet to a
process are best placed to
improve it

a

a

Follow Six Sigma
Methodology- DMAIC
Reduce Variation by
Managing, Improving and
smoothing the process
flow

a

Key
a
Principles
of LSS

a
a

Efficiency and Variation
go hand-in-hand
Efficiency Typically
Improves and Variation
Decreases.

a

a

Map out the value
Stream Manage
& Improve
Systematically

Manage by fact, not
opinion: Data Driven
Identify and understand how the
work gets done not how you
think it gets done

Elimate Waste by
following lean Principles
Eight Types of Wastes
(DOWN TIME)

4 Increase in Profit:
As a result of eliminating waste
and improving the quality of
production, Lean Six Sigma
reduces costs for organizations
and increases profitability.
Motorola company saved $
16 billion in 10 years. General
Electric reportedly experienced
a profit-cost savings exceeding
$2 billion.
4 Standardized and Simplified
Processes:
With the help of value stream
mapping, Lean Six Sigma
eliminates wastes in processes
and unnecessary steps to streamline production. The processes are
simplified so that they are easier
to follow and less likely to lead
to error. The simplified processes
will also reduce time, leading to
a decrease in overhead costs.
4 Decrease in Error:
With the simplification in
processes steps and a detailed
investigation into the main
causes of error and waste in the
organization, Lean Six Sigma
drastically reduces errors such
as defects and miscalculations.
4 Employee Performance /
Development:
Lean Six Sigma stresses the
importance of the ideas and
observances of individual
employees to the overall success
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of an organization. With Lean
Six Sigma, the feeling of selfimportance and significance
increases among employees and
leads to an increase in motivation
and better job performance.
4 Value to Customer:
Lean Six Sigma allows companies
to improve their processes and the
quality of their products. In turn,
they are able to produce more
products at a cheaper price with
less error. Customer satisfaction
will increase, which will then
lead to an increase in customer
loyalty.

Lean Six Sigma
Drives Innovation
The process of translating an
idea or concept or invention into
Commercial use in the form of a
good or service that creates value or
for which customers will pay is called
Innovation. Innovation is the act
of creating new methods, ideas, or
inventions. In business, innovation

often results when ideas are applied
by the company in order to further
satisfy the needs and expectations
of the customers.
Lean Six Sigma is a customer-focused
strategy that can be used to improve
existing processes and develop
new processes for businesses. As
an overall goal to achieve product
efficiency, decrease waste, and seek
constant improvement, Six Sigma
has always sought-after innovation.
Six Sigma began as a method for
reducing defects and waste in the
manufacturing industry. It has since
evolved into Lean Six Sigma, which
is a more refined set of methods
focused on customer satisfaction
and Performance Improvement that
can be more easily applied across
entire sectors of the economy
and transformed into a Business
Management Methodology that can
be applied to any organization, not
just manufacturing businesses. By
expanding its philosophical purview
beyond manufacturing into product
development, HR, and customer
service, Lean Six sigma has become
a universally applicable tool for

Republic Day Celebrations in
Federation House, FTCCI
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businesses in every industry.
Though Lean Six Sigma is
fundamentally a quality assurance
methodology, it empowers businesses
to identify and eliminate waste,
which leads to greater efficiency
and increased Net Profit, it also
focuses on solving business problems
through new, innovative approaches
with involvement of team. It’s
now treated as a guide to improve
business processes to solve problem
by applying systematically various
Lean Six Sigma tools like Root Cause
Analysis, Value Stream Mapping, or
implementing the 5S and Kaizen
methods.
Lean Six Sigma allows businesses
to deliver exactly what customers
want with higher accuracy, efficiency
and quality. This can result in vast
improvements across all metrics in
a business.
*GST & Foreign Trade Consultant,
Practitioner, International
Corporate Trainer & Author.
Consultant – Lean Six Sigma &
Lean Project Management.
Can be reached @
snpanigrahi1963@gmail.com

Seven Ages of

India’s Monetary Policy
Shaktikanta Das
Governor, Reserve Bank of India

The history of central banking goes
back to the seventeenth century when
the first institution, ‘the Riksbank’,
recognised as a central bank was set
up in Sweden in 1668. Set up as a joint
stock bank, it was chartered to lend
funds to the government funds and to
act as a clearing house for commerce.
Later on, the Riksbank abandoned
commercial lending and was granted
a monopoly for issuing banknotes in
1897. Subsequently, several countries
set up institutions that functioned
as central banks. These early central
banks like the Bank of England and
Banque de France, though set up with
private capital, helped sovereigns
finance their debt and were engaged
in banking activities. Since then,
the role of central banks across
countries has constantly evolved in
line with the changing needs of their
economies and evolving financial
structure. Today, the functions of
modern central banks are vastly
different from what was expected

from their early counterparts.
Let me briefly outline how the
profile of the Reserve Bank has
been intrinsically interwoven
with the economic and financial
developments in our country since
independence.
The Reserve Bank was set up under
the Reserve Bank of India Act 1934
with the original Preamble that
describes the broad mandate of the
Reserve Bank as follows:

“it is expedient to constitute
a Reserve Bank for India to
regulate the issue of Bank notes
and keeping of reserves with
a view to securing monetary
stability in India and generally,
to operate the currency and
credit system of the country
to its advantage”.
Later, the Reserve Bank of India

was nationalised in 1949. While the
Reserve Bank continues to perform
its traditional functions such as
currency management, bankers’
bank and banker to the Government,
its function of conducting monetary
policy has undergone a sea change in
various respects from time to time.
As we know, policy change is
generally guided by two major
forces: first, the objectives that may
seem appropriate earlier may lose
relevance with changing behavioural
relationships over time. For instance,
when we found that the relationship
of money with nominal income was
not very predictable as in the past,
we adopted multiple indicators
approach in 1998. Second, the state
of knowledge, updated with new
theories and evidences, requires to
be applied in pursuit of better policy
outcomes. This is precisely what
shaped the conduct of monetary
policy in India over time.

Evolution of monetary policy in line with the changing
character of the economy
1935 to 1949: Initial Phase
It is interesting to note that the
Reserve Bank came into being in
the backdrop of the great depression
facing the world economy. Given the
unsettled international monetary
systems, the Preamble to the RBI
Act, 1934 provided the edifice for
the evolution of monetary policy
framework. Until independence, the

focus was on maintaining the sterling
parity by regulating liquidity through
open market operations (OMOs),
with additional monetary tools of
bank rate and cash reserve ratio
(CRR). In other words, exchange
rate was the nominal anchor for
monetary policy. In view of the
agrarian nature of the economy,

inflation often emerged as a concern
due to frequent supply side shocks.
While the price control measures and
rationing of essential commodities
was undertaken by the Government,
the Reserve Bank also used selective
credit control and moral suasion to
restrain banks from extending credit
for speculative purposes.
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1949 to 1969: Monetary Policy in sync with the Five-Year Plans
India’s independence in 1947 was
a turning point in the economic
history of the country. What followed
was a policy of planned economic
development. These two decades
were characterised not only by a
predominant role of the state but also
by a marked shift in the conduct of
monetary policy. The broad objective
was to ensure a socialistic pattern of
society through economic growth
with a focus on self-reliance. This
was intended to be achieved by
building up of indigenous capacity,
encouraging small as well as
large-scale industries, reducing
income inequalities, ensuring
balanced regional development,

and preventing concentration of
economic power. Accordingly,
the government also assumed
entrepreneurial role to develop the
industrial sector by establishing
public sector undertakings.
As planned expenditure was
accorded pivotal role in the process
of development, there was emphasis
on credit allocation to productive
sectors. The role of monetary
policy, therefore, during this phase
of planned economic development
revolved around the requirements of
five-year plans. Even if there was no
formal framework, monetary policy
was relied upon for administering
the supply of and demand for

credit in the economy. The policy
instruments used in regulating the
credit availability were bank rate,
reserve requirements and open
market operations (OMOs). With
the enactment of the Banking
Regulation Act in 1949, statutory
liquidity ratio (SLR) requirement
prescribed for banks emerged as
a secured source for government
borrowings and also served as an
additional instrument of monetary
and liquidity management. Inflation
remained moderate in the postindependence period but emerged
as a concern during 1964-68.

shocks in 1973 and 1979, and collapse
of the Bretton-woods system in 1973
also had inflationary consequences.
Therefore, concerns of high inflation
caused by deficit financing during
1960s gathered momentum during
the 1970s. Incidentally, the high
inflation in the domestic economy
coincided with stagflation – high
inflation and slow growth – in
advanced economies. In such a
milieu, traditional monetary policy
instruments, viz., the Bank Rate and
OMOs were found inadequate to
address the implications of money

supply for price stability. As banks
were flushed with deposits under
the impact of deficit financing,
they did not need to approach RBI
for funds. This undermined the
efficacy of Bank Rate as a monetary
policy instrument. Similarly, due
to underdeveloped government
securities market, OMOs had limited
scope to be used as monetary policy
instrument. During this phase, the
average growth rate hovered around
4.0 per cent, while wholesale price
index (WPI) based inflation was
around 8.8 per cent.

to adoption of monetary targeting as
a formal monetary policy framework
in 1985 on the recommendations
of the Chakravarty Committee. In
this framework, with the objective
of controlling inflation through
limiting monetary expansion, reserve
money was used as operating target
and broad money as intermediate
target. The targeted growth in money
supply was based on expected real
GDP growth and a tolerable level of
inflation. This approach was flexible

as it allowed for feedback effects. CRR
was used as the primary instrument
for monetary control. Nonetheless,
due to continued fiscal dominance,
both SLR and CRR reached their
peak levels by 1990.
The worsening of fiscal situation
in late 1980s was manifested in
deterioration of external balance
position and collapse in domestic
growth in 1991-92, in the backdrop
of adverse global shocks – the

1969 to 1985: Credit Planning
Nationalisation of major banks in
1969 marked another phase in the
evolution of monetary policy. The
main objective of nationalisation of
banks was to ensure credit availability
to a wider range of people and
activities. As banks got power to
expand credit, the Reserve Bank
faced the challenge of maintaining a
balance between financing economic
growth and ensuring price stability
in the wake of the sharp rise in
money supply emanating from credit
expansion. Besides, Indo-Pak war in
1971, drought in 1973, global oil price

1985 to 1998: Monetary Targeting
In the 1980s, fiscal dominance
accentuated as reflected in automatic
monetisation of budget deficit
through ad hoc treasury bills and
progressive increase in SLR by
1985. Concomitantly, inflationary
impact of deficit financing warranted
tightening of monetary policy –
both the CRR and Bank Rate were
raised significantly. The experience
of monetary policy in dealing with
the objectives of containing inflation
and promoting growth eventually led
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gulf war and disintegration of the
Soviet Union. The resultant balance
of payments crisis triggered large
scale structural reforms, financial
sector liberalization and opening
up of the economy to achieve
sustainable growth with price
stability. Concurrently, there was
a shift from fixed exchange rate
regime to a market determined

exchange rate system in 1993. In the
wake of trade and financial sector
reforms and the consequent rise in
foreign capital flows and financial
innovations, the assumption of
stability in money demand function
as well as efficacy of broad money
as intermediate target came under
question. At the same time, there was
a notable shift towards market-based

financing for both the government
and the private sector. In fact,
automatic monetisation through ad
hoc treasury bills was abolished in
1997 and replaced with a system of
ways and means advances (WMAs).
During this period,
average domestic growth rate was
5.6 per cent and average WPI-based
inflation was 8.1 per cent.

1998 to 2015: Multiple Indicators Approach
As liberalisation of the economy
since the early 1990s and financial
innovations began to undermine the
efficacy of the prevalent monetary
targeting framework, a need was
felt to review the monetary policy
framework and recast its operating
procedures. As a result, the Reserve
Bank of India adopted multiple
indicators approach in April 1998.
Under this approach, besides
monetary aggregates, a host of
forward looking indicators such
as credit, output, inflation, trade,
capital flows, exchange rate, returns
in different markets and fiscal
performance constituted the basis
of information set used for monetary
policy formulation. The enactment
of the Fiscal Responsibility and
Budget Management (FRBM)

Act in 2003, by introducing fiscal
discipline, provided flexibility to
monetary policy. Increased market
orientation of the domestic economy
and deregulation of interest rates
introduced since the early 1990s
also enabled a shift from direct to
indirect instruments of monetary
policy. There was, therefore, greater
emphasis on rate channels relative to
quantity instruments for monetary
policy formulation. Accordingly,
short- term interest rates became
instruments to signal monetary
policy stance of RBI.
In order to stabilise short-term
interest rates, the Reserve Bank
placed greater emphasis on the
integration of money market with
other market segments. It modulated

market liquidity to steer monetary
conditions to the desired trajectory by
using a mix of policy instruments.
Some of these instruments including
changes in reserve requirements,
standing facilities and OMOs were
meant to affect the quantum of
marginal liquidity, while changes
in policy rates, such as the Bank Rate
and reverse repo/repo rates were the
instruments for changing the price
of liquidity.
An assessment of macroeconomic
outcomes suggests that the multiple
indicator approach served fairly well
from 1998-99 to 2008-09. During
this period, average domestic growth
rate improved to 6.4 per cent and
WPI based inflation moderated to
5.4 per cent.

2013-2016: Preconditions Set for Inflation Targeting
In the post-global financial crisis
period (i.e., post-2008), however,
the credibility of this framework
came into question as persistently
high inf lation and weakening
growth began to co-exist. In the
face of double- digit inflation of
2012-13, the US Fed’s taper talk in
May/June 2013 posed significant
challenges to domestic monetary
policy for maintaining the delicate
balance between sustaining growth,
containing inflation and securing

financial stability. The extant
multiple indicators approach was
criticised on the ground that a large
set of indicators do not provide a
clearly defined nominal anchor
for monetary policy. An Expert
Committee was set up by RBI to revise
and strengthen the monetary policy
framework and suggest ways to make
it more transparent and predictable.
In its Report of 2014, the Committee
reviewed the multiple indicators
approach and recommended that

inflation should be the nominal
anchor for the monetary policy
framework in India. Against this
backdrop, the Reserve Bank imposed
on itself a glide path for bringing
down inflation in a sequential
manner – from its peak of 11.5 per
cent in November 2013 to 8 per cent
by January 2015; 6 per cent by January
2016 and 5 per cent by Q4 of 201617.

2016 onwards: Flexible Inflation Targeting

Continued
in March
issue
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OPINION

India and the
Mistrust Economy

Growth is slowing. Blame illiberalism for
hurting investors’ confidence.
Kaushik Basu
Economist
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ountries with strong governments often end up with weak
economies, and India, after years of impressive growth, risks
becoming one of them.
The World Bank recently released its annual report comparing
the ease of doing business in 190 countries, and India’s ranking improved
to 63rd, up from 77th last year. India — along with Saudi Arabia, Pakistan
and China — was among the 10 states that made the most progress. Yet
major indicators show that its economy is slowing down sharply.
Narendra Modi came to power in 2014 on the back of the promise that if
elected, he would make of India an economic powerhouse that would rival
China. This year, after being re-elected, he pledged to turn India into a $ 5
trillion economy, nearly twice its current size, by 2024.
According to official government data, however, the growth rate of national
income for the second quarter of this year was only 5 percent, down
from 8 percent a year before. The International Monetary Fund’s justreleased World Economic Outlook cut India’s growth forecast for 2019

to 6.1 percent, down from the 7.3
percent that the organization had
predicted in April. Between 2003
and 2011, growth averaged nearly 8.5
percent, well exceeding 9 percent
every year between 2005 and 2008.
The recent turnaround is sudden
and unexpected, and that is a cause
for concern.
The decline is visible in the details,
big and small. Passenger car sales,
which had been falling for a while
dropped by more than 23 percent
in the period between April and
September 2019 compared with the
same period in 2018, according to
the Society of Indian Automobile
Maufacturers. Export growth has
been lethargic for a while. Standard
& Poor’s recently warned of rising
risks in India’s Financial Sector. The
unemployment rate is at a 45 year
high.
It’s not just that economic growth is
slowing down overall; inequality is
rising as well. According to Oxfam,
73 percent of the wealth generated
in India in 2017 went to the richest
1 percent. Inequality was worsening
before the present administration
took office, but with growth slowing
down and unemployment rising, the
effects are more painful.
So how can it be getting easier to do
business in India, apparently, even as
by some measures, economic growth
is decelerating? These simultaneous
developments, far from being
conflicting, actually explain each
other.
The World Bank’s ease-of-doingbusiness rankings are primarily an
assessment of how good a country’s
laws look on paper rather than how
they operate in practice. By the
report’s own account, “approximately
two-thirds of the data embedded
in the Doing Business indicators
are based on a reading of the law.”
In other words, a government can
adjust its regulations in a way that
ensures it will make progress along
the index, even if the changes have

minimal effect on the ground.
Real growth, on the other hand,
depends on how well the laws are
actually carried out.
These days in India, divisiveness is
increasing throughout society while
trust in the government is declining,
at least among major economic
actors. Consider this indirect
indicator of waning confidence,
which is often overlooked: what
economists call “investment,” the
part of national output that leaves
out consumables like food, clothing
and housing and refers to production
that will enhance future productivity,
such as the building of machines,
factories and infrastructure.
Both a body of economic theory
— including the seminal work of
Robert Solow at M.I.T. — and much
real-life evidence, especially from
the superfast growth of East Asian
economies in the 1980s, suggest that
in emerging economies with plentiful
labor, a rise in the investment rate
boosts overall growth.
India was a low-investment country
for many years after independence
in 1947. Investment did not exceed
20 percent of gross domestic product
until the late 1970s. It crossed the 30
percent mark for the first time in
2004-05 and climbed to 39 percent
in 2011-12. India had begun to look
like, and grow like, an East Asian
economy in the 1980s. But then
investment started to decline, and
by 2016-17 it was back to around 30
percent.
A drop in investment is usually
connected to a lack of trust in the
present and the near future. When
businesses worry about a country’s
policy environment, they hesitate to
sink money into it. A government’s
heavy-handed interference in
the market — such as the Modi
administration’s decision to ban
some paper currency in late 2016 —
or general fractiousness, in politics
or within a bureaucracy, can hurt
confidence in the economy.

Economists don’t much like to
admit this, but a country’s economic
performance depends as much on its
politics as on its economic policies.
Starting at independence, India
invested in political institutions
first — establishing democracy,
free speech, independent media,
secularism and protections for
minority rights. After World War
II, as nations broke free from the
yoke of imperialism, there were
other progressive leaders who tried
this — in Indonesia and Ghana, for
example — but those efforts did
not last. Coups, chaos or conflict
caused democracy to collapse in one
nation after another, bringing in
military rule or religious strife. India
was an exception, with its liberal
Constitution, regular elections and
powerful Supreme Court.
India’s growth in the early decades
after independence was sluggish,
though. One can debate whether
India’s early investment in
progressive politics was the right
choice. (I think it was.) But having
made that investment, it would be
a colossal mistake now to squander
the political capital that choice
generated — especially after the
economy finally did take off, first
in early 1990s and spectacularly so
after 2003.
The fundamentals of India’s economy
remain strong. The current slowdown
is mostly collateral damage, the result
of an erosion of trust caused by the
country’s drift toward illiberalism.
India can boost its economy again
by reclaiming and building on its
progressive heritage.

Mr. Basu is a professor of
international studies and
economics at Cornell, was
chief economic adviser to the
Indian government from 2009
to 2012 and chief economist
of the World Bank from 2012
to 2016.
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FTCCI events

Convocation Ceremony

Certificate Course in Export Import Management

Mr. E.V. Narsimha Reddy, Joint Managing Director, Telangana State Trade Promotion Corporation Limited
addressing the meeting

Convocation Ceremony of the First
Certificate Course on Export Import
Management held on 17th January,
2020 at Federation House.
As part of Skill Development
initiative the Federation of Telangana
Chambers of Commerce and
Industry organized three months
Certificate Course in Export Import
Management from Oct’ 19 to Dec’
19. 57 participants representing
manufacturing, agro, engineering,
pharma and service sectors have
underwent the 12 Saturdays
training program, apart from field
visits to Inland Container Depot,
Sanathnagar and GMR
Hyderabad Air Cargo
Complex, Shamshabad to
witness and understand
the various operations
relating to containerized
cargo and learn things.
The entire curriculum
was curated with the
support of Directorate
General of Foreign Trade
(DGFT) and Telangana
State Trade Promotion
Corporation
Ltd.
(TSTPC). Sessions on
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International Trade, Foreign Trade
Policy, International Marketing,
Export-Import Finance & Exchange
Regulations, International Logistics,
and Customs Procedure were
addressed by eminent faculty drawn
from Govt. and Industry.
The Convocation Ceremony of the
First Certificate Course in Export
Import Management was held on
17th January, 2020 at Federation
House.
Chief Guest Mr. E.V. Narsimha Reddy,
Joint Managing Director, Telangana
State Trade Promotion Corporation

Limited and Guest of Honour Mr. G.
Seetharam Reddy, ITS., Additional
Director General of Foreign Trade,
Ministry of Commerce and Industry,
Govt. of India addressed the program
and gave away the certificates to the
participants.
Sri Karunendra S. Jasti, President,
Sri Ramakanth Inani, Senior
Vice President, Sri V.V. Sanyasi
Rao, Advisor, International Trade
Committee, Sri V.S. Raju, Past
President, Ms. Khyati Naravane, CEO
of FTCCI, Sri P. Sampath Kumar and
Sri S.N. Panigrahi, Trainer & Faculty,
were also present at the ceremony.

Seminar on

Business Matching & Networking
between India and Thailand

The Federation of Telangana
Chambers of Commerce and
Industry (FTCCI) partnered with the
Department of International Trade
Promotion, Ministry of Commerce,
Thailand, Thai Trade Centre, Mumbai
and Royal Thai Consulate General,
Chennai in organizing a Seminar,
Business Matching & Networking
between India and Thailand on
18th January, 2020 at ITC Kohenur,
Hyderabad.
Mr. Karunendra S. Jasti, President
mentioned that FTCCI is working
very closely with the Thai Trade
Centre and Thai Consulate General,
to promote the trade between
the two countries by organizing
interaction meetings with the
business delegations on a regular
basis. He stated that series of visits
of Thai diplomats and interactions
have created enormous interest
among the trade and industry about
the importance and potential for
enhancing the trade between the
two countries especially with our
State of Telangana.
The objective of the event was to
help Indian companies to connect
with Thai companies, who are

looking to grow their business. It also
aimed at expanding new business
opportunities for Thai industries
to be a source of supply to furniture
industry of India.
The delegation was headed by the
Hon’ble Deputy Prime Minister and
Minister of Commerce of Thailand –
H.E.Mr. Jurin Laksanawisit.
H.E. Jurin Mr. Laksanawisit
mentioned that India is one of the
most important trade partners of
Thailand and agri commodities
including Rubber, Rubber Wood,
Tapioca Starch are the important
pillars/ focus sectors for both
economies. He said that creating
Agri-Trade Supply Chain Alliance
(ATSCHA) is important, as it would
help in boosting the agri trade
between both countries and their
agri communities.
Mr. K. T. Rama Rao, Minister for
Industries, IT & EC, MA & UD,
Government of Telangana invited
Thailand to invest in the proposed
Furniture Park to be established in
the State. Thai companies can set up
their units at the Furniture Park that
is to come up in and around the city.

He said the state government could
even enter into a memorandum of
understanding with the Department
of Commerce, Thailand, in this
regard.
He asserted that the Telangana State
has been growing higher than the
country’s growth rate and asked to
link Telangana as the gateway of
Thailand to India. He also asked the
Thailand Government to increase
the flight services to Telangana
to strengthen tourism. The
Krishnapatnam seaport is about 400
km from Hyderabad for the transport
of material for the production of
rubberwood, Timberwood and also
proposed providing subsidies and
support for setting up inland depots
to Thai industry in their business. He
highlighted how Telangana has been
excelling in different fields when
compared to the other States.
Around 30 Thai companies, including
those that deal with parawood and
rubberwood, tapioca and modified
starch, rubber products, MDF and
particle board, food and processed
food, paper, and banking and
logistics services, were present at
the event.
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Seminar on

New Business Opportunities
between India and Malaysia

Mr. Roswaidin Mohd Zain, Consul (Investment), Consul General of Malaysia addressing the meeting

The Federation of Telangana
Chambers of Commerce and Industry
(FTCCI) jointly with Malaysian
Investment Development Authority
(MIDA) Mumbai and Malaysian
External Trade Development
Corporation (MATRADE), Chennai
organized a Seminar on New Business
Opportunities between India and
Malaysia on 21st January, 2020 at
Federation House, Hyderabad.
Mr. K. Bhasker Reddy, Vice President,
FTCCI mentioned that India has
viewed FTAs as an important tool to
enhance its trade and investment, and
signed a number of trade agreements
with various countries or groups.
The Malaysia-India Comprehensive
Economic Cooperation Agreement
(MICECA) is a comprehensive
agreement that covers trade in goods,
trade in services, investments and
movement of natural persons. He
invited the Malaysian government
and companies to pro-actively
partner with India’s ambitious
development projects and
programs. These partnerships
can help us reach new heights
in our trade and commercial
partnership.
Mr. EV Narasimha Reddy,
Vice- Chairman and Managing
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Director, Telangana State Industrial
Infrastructure Corporation (TSIIC)
mentioned that Telangana is looking
to strengthen the two-way trade with
Malaysia, as India is dependent on
Malaysia for rubber and palm oil
imports. He informed that the
State is in the process of setting up
a dry port and it will act as a hub for
domestic and international trade.
With Kaleshwaram Project assuring
water for irrigation, food production
in the State in a few years is bound to
grow exponentially and this would
attract a host of food processing
and agri-based industries and
these would open up more trade
opportunities for Malaysia and other
markets.
Mr. Roswaidin Mohd Zain, Consul
(Investment), Consul General
of Malaysia, said foreigners are

allowed to hold 100 per cent equity
ownership in manufacturing and
selected service sectors. It allows
repatriation of capital, interest,
dividends and profits and there are
no restrictions. He informed that
Malaysia had signed investment
guarantee agreements with more
than 60 countries, had intellectual
property laws that conform to
international standards.
Mr. Muzzafar Shah Hanafi, Consul
& Trade Commissioner, Consulate
General of Malaysia in Chennai
mentioned that both the countries
must look beyond palm oil and
explore other areas of trade and
collaboration such as ICT, pharma
& life sciences, among others.
Mr. Adil Khan, Co-Chairman,
International Trade Committee,
FTCCI proposed vote of thanks.

National Seminar on

Current Issues in GST

Ms. Neethu Prasad, IAS, Commissioner of Commercial Taxes,
Government of Telangana addressing the meeting

FTCCI Jointly with Confederation
of GST Professionals and Industries
(CGPI) , Mumbai has organized a
National Seminar on “Current Issues
in GST” on 28th January, 2020 at
FTCCI Surana Auditorium.
Sri Karunendra S Jasti, PresidentFTCCI in his Welcome Address said
that the GST council made a series
of recommendations as part of its
course corrections and CBIC has
issued a number of notifications
and circulars from time to time
to clear the ambiguity among the
Industry and Trade. He said that
after the recent launch of trail
version for e-invoicing, there are
certain factors that the government
will need to consider, one of them
being the reporting of B2C invoices.
E-invoicing will apply only to B2B
invoices, though the maximum
amount of fraud and tax evasion
takes place through B2C sales, as no
ITC is involved.
Sri Meela Jayadev, Chairman- GST
and Customs Committee- FTCCI
stated that FTCCI has submitted
its suggestions on new GST

Return formats to Central GST
Commissionerate, Hyderabad Zone
for better compliance.
Ms. Neethu Prasad, IAS,
Commissioner of Commercial Taxes,
Government of Telangana in her
inaugural Address said that with
contribution of Trade and Industry
Telangana State has collected 1,248
crores SGST as of now compared
to 1,238 Crore till March 2019. She
urged the Industry to adapt to the
technology change as it will benefit
the entire financial ecosystem.
She further said that Hyderabad is
seeing an upward momentum in
Realty Sector and liability in Joint
Development Models has been
flagged.
Sri Gopi Donthi Reddy, IRS, Deputy
Commissioner, Customs Chaired the
Technical Session on E- Invoicing
system and E-Waybill. In his
opening remarks said that this new
system of e-invoicing aims to make
invoice reporting an integral part of
a business process and remove the
tedious task of invoice-compilation
at the end of a return period.

Sri Irshad Mohammad, Partner –MIA
&Associates, Chartered Accountants
gave a detailed presentation on E
Invoicing System & E-Waybills.
CA Naresh Sheth-Partner, N.A Shah
Associates LLP, Mumbai has given a
presentation on GST Liability under
Joint Development Agreement in
Real Estate Transactions- Unresolved
issues.
Sri Satish Saraf, Partner-Saraf
Satish & Co, Chartered Accountants
extensively dealt in practical aspects
of input tax credit (issues and
possible approaches) with relevant
case laws. The Session Chaired by
Sri S. Thirumalai, Advisor- GST and
Customs Committee- FTCCI
Sri Karan Talwar, Advocate- High
Court of Telangana and AP explained
in detail about Legal Rights of
Assesses under GST Laws in cases
involving Inspection, Search and
Seizure including steps to plan
against Enforcement Measures.
Sri S. Ravi, Senior Advocate, High
Court of Telangana Chair the
Session
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UNION BUDGET 2020-21
Implications for Trade and Industry

Sri Karunendra S Jasti, President, FTCCI along with team, presenting a memento to
Sri Bhupal Reddy, IRS, Principal Commissioner of Income tax-3

Union Budget 2020-21 Implications
for Trade and Industry with Ernst
& Young LLP as knowledge partner
on February 3, 2020 at Federation
House. Sri Karunendra S Jasti,
President, FTCCI, in his welcome
address said that Finance Minister
has announced a balanced budget
in spite of existing challenges in
hand. It has focused on generation
of employment and inclusive growth
through increased expenditure
on rural economy, infrastructure,
MSME and healthcare. Abolition of
DDT, tax relief to middle class and
lower middle class segments along
with simplification of the tax regime
will improve public sentiment and
augur well for the economy. While,
listing of LIC is a good move which
will bring focus on the life insurance
sector.
Sri Prem Chand Kankaria, Chairman,
Direct Taxes Committee in his
introductory remarks touched upon
few amendments like new slabs and
reduction of tax rate for different
slabs for an individual, abolition
of Dividend Distribution Tax and
Corporate tax cut to 15%
.
Sri Meela Jayadev, Chairman, GST &
Customs Committee in his address
said that the indirect taxes will play
a much smaller role since it will be
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GST Council that will be deciding
indirect taxes.
Sri Jayesh Sanghvi, Managing Partner,
Ernst & Young LLP., in his address
said that corporate tax rate cut of
September for new manufacturing
companies has been extended to
the power generation companies.
Removal of incidence of dividend
distribution tax will increase the
attractiveness of the Indian equity
market and provide relief to a large
segment of foreign investors The
tax holiday for startups has been
extended and the tax payment on
employee stock options has been
deferred.
He also said that the move to increase
the deposit insurance from Rs. 1 lakh
to Rs. 5 is great news for the common
man. It was a necessary step to boost
depositor sentiment following some
bank runs. Sri Bhupal Reddy, IRS,
Principal Commissioner of Income
tax in his inaugural address said that
proposal of Two Tax regimes will now
exist simultaneously for tax payers in
respect of personal Income tax which
is innovative of getting to different
tax payers. It is truly democratic
in nature.
He dwelt on three themes:
Aspirational India, Economic
development, Caring Society and

explained the points on Continuation
of existing benefits to the tax payers;
New sops for the tax payers and
widening of tax base; Transparency
and extension of tax holiday for
boosting affordable housing.
Tax Payer charter will be incorporated
in Income Tax Act. This will give right
to tax payer to ask the department to
follow the spirit of the charter.
Sri Ramakanth Inani, Sr. VicePresident, FTCCI proposed Vote of
Thanks at the inaugural Session.
Dr. Vikas Singh, Founder of Crux
Management, Media Commentator
& Columnist in his address said
that the new reforms announced
in the Budget will to accelerate the
economy, financially empower every
citizen of the country and strengthen
the foundation of the economy .
Sri Naveen K Agarwal, Partner,
Ernst & Young LLP gave a detailed
presentation on the proposals of
Direct Taxes Ms. Aisha Hussaini,
Partner, Ernst & Young LLP gave
a detailed presentation on the
proposals of Indirect Taxes at the
technical session.
Sri S. Thirumalai, Advisor, GST &
Customs Committee Summing up
the meeting and clarified number
of doubts raised by the participants
along with the speakers

FTCCI
in

Media
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Sri K.P. Sastry, President FAPCCI seen
with Sri George Fernandes,
Hon’ble Union Minister
for Railways,
Meeting held on 12 January, 1990.

Reminisces....

100 years of Glorious Journey of FTCCI
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